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ABSTRACT: The purpose of this research is to determine the influence of reward system and work 
environment on the employees' performance in PT. Nicholas Laboratories Indonesia. The performance issues 
highlighted in this research are the employees' lack of teamwork, creativity, initiative, and punctuality on 
work completion, and violations to the company's regulations resulting in sales and attendance problems. The 
proposed solution is to apply a reward system and paying more attention to work environment. 
This research used the probability method with simple random sampling technique. Data was collected by 
distributing questionnaires to 85 sample employees. This research used the SPSS software, specifically the 
validity, reliability, multicolinearity, heteroscedasticity, normality, R analysis, R2 analysis, analysis of 
multiple regression coefficients, partial t, and simultaneous f tests. 
The results showed that the reward system and work environment variables, both partially and 
simultaneously, significantly influence employees' performance with the former variable as the most 
dominant influence. 
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1 INTRODUCTION 
Nowadays, every company is required to be ready in 
facing competition and changes that are occurring 
due to the development of science and technology. 
Therefore, a company should direct its attention to 
the quality of its services by making improvements 
to the performance of the human resources 
management. By doing this, the company's final 
goal can be achieved significantly faster. 
There are several problems that are gnawing on 
employees' performance. For example, in PT. 
Nicholas Laboratories Indonesia, a lack of 
teamwork, creativity, and initiative have brought 
problems to the company's sales. The other 
performance issues that are occurring in PT. 
Nicholas Laboratories Indonesia are the lack of 
awareness of punctual work completion and 
violations to the company's regulations that resulted 
in attendance problems. The following are the 
graphs of sales and employees' attendance of PT. 
Nicholas Laboratories Indonesia: 
 
 
Figure 1. Sales Graph of PT. Nicholas Laboratories Indonesia. 
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Figure 2. Employees' Attendance Graph of PT. Nicholas 
Laboratories Indonesia. 
Description: 
         Late  Sick  Call-ins 
         On Leave       Absent 
Based on the graph above, it can be seen that 
sales are decreasing and the numbers of late, on 
leave, and absent employees are increasing. 
In order to deal with these problems, PT. 
Nicholas Laboratories Indonesia has to improve its 
employees' performance by applying reward system 
and putting more attention to the employees' work 
environment. 
The purpose of this research is as follows: 
1. To determine the influence of reward system on 
the performance of employees of PT. Nicholas 
Laboratories Indonesia. 
2. To determine the influence of work environment 
on the performance of employees of PT. Nicholas 
Laboratories Indonesia. 
3. To determine the influence of reward system and 
work environment on the performance of 
employees of PT. Nicholas Laboratories 
Indonesia. 
 
 
Figure 3. Research Framework 
2 THEORETICAL BASIS 
     Reward system is an incentive which relates 
payment on a basis to increase the productivity of 
employees in order to achieve a competitive 
advantage. (Simamora, 2004:514) 
 A reward system is a management control 
subsystem designed to motivate people towards the 
achievement of organisational goals. 
Reward system is not just about the raise in salary 
or the provision of bonuses (extrinsic). Sometimes it 
includes both of these incentives as well as awards 
and recognition, reassignments, promotions and 
other reward programmes (intrinsic). 
Sedarmayanti (2001:26) classifies work 
environment into physical and non-physical ones. 
The physical one includes any and all physical 
conditions which are present within the boundaries 
of a workplace and are potentially influential 
towards employees directly or indirectly. The non-
physical one includes all occurring events that are 
related to professional interaction, either with 
superiors, colleagues, or subordinates. 
Work environment could have either positive or 
negative effects on the psychology and welfare of 
employees. Work environment can be described as 
the environment in which people are working. This 
may translate into a very wide category that 
incorporates the physical scenery (e.g. noise, 
equipment, heat), fundamentals of the job itself (e.g. 
workload, task, complexity), extensive business 
features (e.g. culture, history), and even extra 
business background (e.g. industry setting, workers 
relation). 
Employees' performance is the success of a 
personnel, a team, or an organisational unit in 
realising previously set strategic objectives with 
expected behaviour. (Mulyadi 2007:337) 
Every person who participates in an organisation 
needs to receive sufficient acknowledgement, 
respect, and honour. They stay when the 
organisation pays or rewards them properly. Every 
employee has individual and professional targets. 
Some scholars stated that these targets affect an 
employee's performance equally. 
The desired performance can only be achieved 
efficiently and effectively if an employee gets a 
sense of mutual gain between the organisation and 
himself by the achievement of the defined targets or 
goals. 
Reward system is often implemented within an 
organisation as a key management tool that can 
contribute to the organisation's effectiveness by 
influencing individual behaviour and motivating 
employees at work (Lawler and Cohen, 1992). In a 
worldwide study on the correlation between 
employees' attitude and financial success, Maister 
(2001) found that the employees' attitude was 
positively influenced by a reward system that paid 
out a fair compensation. Underwood (2004) found 
that good-performing international companies use 
reward system to value their employees.  
Kazmi et al. (2008) examined the effects of a 
stressful work environment on the performance of a 
medical house's officers. The results revealed an 
inverse proportion of job stress and job performance. 
Furthermore, while studying the data of the 
workplace-employee connection survey conducted 
in England in 1998, Belfield and Marsden (2003) 
found strong evidence that the use of performance-
related pay enhances employees' performance 
output, although this link is influenced by the 
structure of workplace monitoring environment. 
Therefore, Chandrasekar (2011) stated that the 
connection between work, workplace, and work 
equipments were the most important aspects in the 
work itself. In this research, several factors of the 
work environment that affect the employees’ 
performance were tested and also discussed. The 
factors of work environment tested were job aid, 
supervisor support or relationship, promotion 
opportunities, performance feedback, goal setting, 
incentives, mentoring, coaching, and the physical 
work environment.  
 
3 HYPOTHESES 
Based on the explanation above, the following 
hypotheses are compiled: 
 
- H1 : Reward system influences employees' 
performance. 
- H2 : Work environment influences employees' 
performance. 
- H3 : Reward system and work environment 
influence employees' performance. 
4 RESEARCH METHODOLOGY 
4.1 Research Object 
The object of this research is the employees of PT. 
Nicholas Laboratories Indonesia located on Jalan 
Pulobuaran Raya Blok FF 12A, Pulogadung 
Industrial Estate, East Jakarta 13930, Phone +6221 
4602850, Fax. +6221 4602853. 
4.2 Sampling 
The sampling technique used in this research is 
simple random sampling. The definition of the 
number of samples was acquired using the Slovin 
technique, resulting in a total sample of 85 
individuals from a population of 105. The sample 
consisted of employees and the company's 
managers. The formula of the Slovin technique is as 
follows: 
   
Description: 
n = Total sample 
N = Number of population 
e = 5% error rate tolerance (0.05) 
4.3 Data Analysis 
This research utilised the SPSS software for data 
analysis, specifically the validity test, reliability test, 
multicolinearity test, heteroscedasticity test, 
normality test, R analysis, R2 analysis, analysis of 
multiple regression coefficients, partial t test, and 
simultaneous f test. 
5 DISCUSSION 
The following table shows the results of the 
research: 
Table 1. Research results. 
a. Predictors (Constant): Work Environment, Reward System 
b. Dependent Variable: Employees' Performance 
The above table shows the value of the multiple 
correlation coefficient (R) analysis which is 0.794. 
Since this value is between 0.60 and 0.799, it can be 
concluded that there is a strong connection between 
reward system and work environment on employees' 
performance. 
The above table also shows the value of R² which 
is 0.630 or 63.0%. The value is pretty close to 1, 
meaning that there is a strong connection between 
reward system and work environment on employees' 
performance. 
This research also resulted in multiple regression 
coefficients, as follows: 
Table 2. Multiple regression coefficients results. 
Model Summary
b
 
Model R R Square Adjusted R Square 
Std. Estimated 
Error 
1 .794
a
 .630 .621 2.175 
Description: 
NC = Nonstandard Coefficients 
SC = Standard Coefficients 
T = Tolerance 
Dependent Variable: Employees' Performance 
It can be concluded that reward system and work 
environment bring a positive influence on 
employees' performance with the value of 0.574 and 
0.283 for reward system and work environment 
respectively. 
The following table is the summary of the 
hypotheses test results: 
Table 3. Hypotheses test results. 
Hypothesis Results Significance Test 
Results 
H1 = Reward 
system influences 
employees' 
performance. 
Calculated t > 
Table t 
(8,990 > 1,989) 
Accepted 
H2 = Work 
environment 
influences 
employees' 
performance. 
Calculated t > 
Table t 
 (3,670 > 1,989) 
Accepted 
H3 = Reward 
system and work 
environment 
influence 
employees' 
performance. 
Calculated F > 
Table F 
 (69,731 > 3,108) 
Accepted 
 
6 CONCLUSION 
The first hypothesis (H1) speculates that reward 
system significantly influences employees' 
performance. Based on Table 2, reward system 
significantly influences employees' performance 
(calculated t > table t). Thus, the first hypothesis 
(H1) is accepted: reward system does have a 
significant influence on employees' performance. 
The second hypothesis (H2) speculates that work 
environment significantly influences employees' 
performance. Based on Table 2, work environment 
significantly influences employees' performance 
(calculated t > table t). Thus, the second hypothesis 
(H2) is accepted: work environment does have a 
significant influence on employees' performance. 
The third hypothesis (H3) speculates that both 
reward system and work environment significantly 
influence employees' performance. Based on Table 
2, reward system and work environment 
simultaneously pose a significant influence on 
employees' performance (calculated F > table F). 
Thus, the third hypothesis (H3) is accepted: as 
simultaneous variables, reward system and work 
environment significantly influence employees' 
performance. 
7 Suggestions 
Based on the research findings, the authors 
hereby propose a number of suggestions, namely:  
7.1. Theoretical Implications 
- For readers 
Please use this research as a source of knowledge 
on the connection between reward system, work 
environment, and employees' performance. 
- For researchers  
Researchers are welcome to add more 
independent variables which are relevant to 
employees' performance for further studies 
conducted in different populations. 
- For science  
Develop other variables since the independent 
variables affect only 63% of the dependent variable. 
7.2. Managerial Implications 
Based on the research findings, in order to improve 
and maintain the performance of employees of PT. 
Nicholas Laboratories Indonesia, the company 
should do the following: 
- Reward System 
PT. Nicholas Laboratories Indonesia should pay 
more attention to and improve the implementation of 
the reward system for employees, such as providing 
allowances and holiday bonuses, making clear 
definitions of normal and overtime working hours, 
giving rewards based on the performance of each 
employee, entrusting employees with more sense of 
responsibility, and participating in employees' 
decision-making. However, prior to the application 
of this reward system, the company must first 
conduct an assessment on its employees' 
performance so that rewards are given fairly, 
avoiding envy and further conflicts among 
employees. 
Coefficients
a
 
Model 
NC SC 
t Sig. 
Collinearity 
Statistics 
B 
Std. 
Error Beta T VIF 
1 (Constant) 2.400 2.262  1.061 .292   
Reward 
System 
.574 .064 .653 8.990 .000 .856 1.168 
Work 
Environm
ent 
.283 .077 .267 3.670 .000 .856 1.168 
- Work Environment 
PT. Nicholas Laboratories Indonesia should improve 
the work environment within the company. All 
necessary maintenance has to be carried out 
promptly. This may include performing repairs on a 
leakage or malfunctioned lighting, the provision of 
sufficient level of clean air, keeping a low noise 
level, and creating a pleasant atmosphere and 
communication flow. This is important for an 
improved work environment will make employees 
feel more comfortable and safe in carrying out their 
tasks. 
- General 
In relation to the previously explained 
performance issues in the background, the company 
is expected to make efforts to improve and enhance 
teamwork and to train and develop the creativity of 
its employees, as well as their initiative in 
performing their assigned tasks which will bring a 
beneficial impact in the form of sales improvement. 
In addition, the company should also pay more 
attention to and improve the behaviour and 
awareness of its employees in completing their tasks 
and obeying the company's regulations which will 
eventually relieve the company of its attendance 
problems. 
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